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i    U.U& 


A.  PRICES  AND  THE  MONEY  SUPPLY 

Figure  15-1  shows  the  historical  ups  and  downs  of  wholesale  prices.  Each  war  is  clear: 
marked  bv  a  peak.  At  first  glance  there  seem  to  be  no  general  upward  or  downwaru 
trends  But  the  chart  of  consumer  prices  in  Fig.  15-2  (page  282)  pinpoints  the  gener  : 
upward  trend  of  prices  in  this  century.  The  value  of  the  dollar-as  measured  by  w  ...- 
it  can  buy-has  been  about  cut  in  half  since  today's  college  student  was  bora.       ^  ^ 
As  an  omen  for  the  future,  note  one  crucially  significant  fact:  After  World  War  II  ,., 
there  was  no  decline  in  prices  at  all  comparable  with  what  had  followed  previou   , 
wars.  Wages  and  prices  seem  to  have  become  sticky  as  far  as  downward  movant 
are  concerned;  also,  government  has  become  quick  to  act  to  stem  any  depression  t.      ■-;_ 
begins  to  get  under  way.  When  the  Vietnam  war  accelerated  the  rate  or  creep 
inflation,  the  target  for  government  policy  was  not  price  stability,  for  that  was  cc: 
sidered  beyond  die  realm  of  feasibility.  Instead,  the  target  was  to  halve  the  rare- 
price  increase,  to  brum  it  from  4  to  6  per  cent  per  year  down  to  2  to 4  per  cea 
If  prices  rise  in  good  times  and  scarcely  fall  at  all  in  bad  times,  whar  t,  L.cu  in~ca, 
long-term  direction?  The  answer  is  plain. 


-,<■: 


INFLATION,  DEFLATION,  INCOME  REDISTRIBUTION  AMONG  GROUPS  p:„ 

First,  some  definitions  will  be  useful. 

By  inflation  we  mean  a  time  of  generally  rising  prices  for  goods  and  ^^^    ' 
tion-rising  prices  for  bread,  cars,  haircut,;  rising  wages,  rents,  etc.  3y  der/at/on  we  m.         ^ 
a  time  when  most  prices  and  cost-,  ara  falling.1 

Neither  in  inflation  nor  in  deflation  do  prices  all  move  in  the  same  direction  r.:,f , 
in  exactlv  die  same  proportion.  As  a  result  of  changes  in  relative  prices  ana  in  b 
spending,  the  two  processes  of  inflation  and  deflation  cause  definite  and  characters 
changes  in  (1)  the  distribution  of  income  among  economic  classes,  and  (2)  total  out; 
Unforeseen  inflation  tends  to  favor  debtors  and  profit  receivers  at  the  expense  of  credit:-: 
and  fixed-income  receivers.  Deflation  has  the  opposite  effect. 

Suppose  you  lend  81,000  today  and  are  paid  back  one  year  from  now    If  in  £ 
meantime  prices  have  doubled,  then  sour  debtor  will  be  paying  back  only  one-r.. 
as  much  real  purchasing  power  as  you  gave  him.  If  prices  were  to  increase  a  I,  mien: 
as  they  did  in  the  German  inflation  of  1920-1933.  then  the  wealth  of  creditors  wo.  .   .  . 

> "Deflation"  sometimes  has  a  secondary  meaning  too.  namely,  a  drop  in  real  output  aiulan  fnen 
in  unemvloytncnt  regardless  of  prat-  behavior.  And  eve,,  our  simple  defm.hon  ol  nutation  as  r 
prices  will  occasionally  rwed  modifvmg:  thus  in  1947  when  wartime  price  cou.iob  *cu  ren. 
prices  shot  upward.  Did  stability  of  prices  mean  no  inflation  b,  lore  then.  Hard  v.  As  >eareu: 
roods  increased  from  1912  to  1917,  wc  were  having  "suppressed  inflation.  I -u  Ui.  pua 
was  primarily  a  "symptom"  of  the  disease  *c  were  already  experiencing. 
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FIG.  15-1 

Wildest  inflations  historically  come 
with  periods  of  w?r 

After  each  major  war  in  the  country's  his- 
tory, there  has  baen  slightly  less  of  a  price 
drop.  Indeed,  after  World  War  II  there  was 
no  significant  drop.  For  60  years  the  gen- 
eral price  trend— abroad  as  well  as  here— 
h3S  been  biased  upward. 

be  completely  wiped  out.  This  actually  happened  to  German  university  endowments 
and  life-insurance  assets. 

After  1939  an  American  who  earned  6  per  cent  yearly  on  a  mortgage  found  that, 
as  a  result  of  World  War  II,  he  was  not  even  holding  his  own  as  far  a^  the  real 
purchasing  power  of  the  dollar  was  concerned.  United  States  government  savings  bonds 
bought  for  $75  in  1970  pay  off  about  $100  in  1976.  Bui.  will  one  hundred  1976  dollars 
have  as  much  purchasing  power  as  the  seventy-five  1970  dollars  did  at  the  original 
time  they  were  lent? 

On  the  other  hand,  one  who  invests  his  money  in  real  estate,  common  stocks,  or 
sacks  of  Hour  makes  a  great  money  profit  during  unforeseen  inflation.  The  dollar  volume 
of  business  sales  shoots  up.  Prices  rise  between  the  time  businessmen  buy  and  sell  their 
merchandise.  Fixed  or  overhead  costs  remain  the  same;  other  costs  rise,  but  not  so 
fast  as  prices  For  all  these  reasons  profits  increase— often  more  than  the  cost  of  living. 
In  periods  of  great  inflation,  every  reckless  fool  is  a  great  financier. 

In  time  of  deflation,  the  shoe  is  on  the  other  foot.  Creditors  and  fixed-income 
receivers  tend  to  gain  at  die  expense  of  debtors  and  profit  receivers.  If  prices  fall 
between  the  time  that  a  creditor  lends  money  and  is  repaid,  then  he  gets  back  more 
purchasing  power  than  he  lent.  Between  the  time  that  a  merchant  buys  and  sells  goods, 
he  will  have  to  take  a  loss. 

The  schoolteacher  who  keeps  her  job  finds  that  her  real  income  has  increased.  The 
widow  who  withstood  the  temptation  to  buy  common  stock  during  the  boom  and 
instead  put  all  her  money  into  gilt-edge  government  bonds  finds  herself  better  off. 
At  the  same  time,  the  government  find-,  the  real  burden  of  its  public  debt  goes  up 
relative  to  tax  collections  and  national  income.  A  hoarder  who  earns  no  money  interest 
on  his  mattress  cache  finds  the  real  value  of  his  wealth  increasing  every  day  as  prices 
fall.  If  prices  fall  at  the  rate  of  10  per  cent  per  year,  he  is  being  rewarded  for  his 
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antisocial  act  of  hoarding  at  a  10  per  cent  rate  of  interest  in  real  terms,  while  the 
businessman  who  is  foolish  enough  to  give  someone  a  job  may  find  that  he  cannot 
even  get  back  his  wage  outlay,  much  less  earn  a  profit. 

Modern  research  suggests  that  the  greatest  redistribution  of  income  resulting  from 
inflation  is  from  older  people  to  younger  people.  The  dollars  one  puts  aside  at  25 
for  retirement  at  TO  often  shrink  in  purchasing  power:  if  prices  rise  at  on  average 
rate  of  about  3  per  cent  per  year,  the  real  purchasing  power  of  a  dollar  held  for 
45  years  will  halve  and  halve  again  in  that  period. 

Anticipated  inflation  Once  an  inflation  has  gone  on  for  a  long  time  and  is  no  longer 
"unforeseen,"  an  allowance  for  a  price  rise  will  gradually  get  itself  built  into  the  market 
interest  rate.  Thus,  once  we  all  expect  prices  to  rise  at  4  per  cent  per  year,  my  pension 
funds  invested  in  bonds  and  mortgages  will  tend  to  pay  me  8  per  cent  rather  than  J 

4  per  cent.  This  adjustment  of  interest  rates  to  chronic  inflation  has  been  observed 
in  Brazil,  Chile,  and  indeed  in  almost  all  other  countries  with  a  long  history  of  rising 


prices. 


EFFECTS  OF  CHANGING  PRICES  ON  OUTPUT  AND  EMPLOYMENT 

Aside  from  redistributing  incomes,  inflation  may  affect  die  total  real  income  and 
production  of  the  community. 

An  increase  in  prices  is  usually  associated  with  high  employment.  In  mild  inflation  the 
wheels  of  industry  are  initially  well  !ubrica;ed.  and  output  i=  near  cap^c.v/.  Private  invest- 
ment is  brisk,  jobs  are  plentiful.  Such  has  been  the  historical  pattern. 

5 

Thus,  many  businessmen  and  union  spokesmen,  in  appraising  a  little  deflation  and 
a  little  inflation,  speak  of  die  latter  as  the  lesser  of  the  two  evils.  The  losses  to 
fixed-income  groups  are  usually  less  dian  the  gains  to  die  rest  of  the  community.  Even 
workers  with  relatively  fixed  wages  are  often  better  off  because  of  improved  employ- 
ment opportunities  and  greater  take-home  pay;  a  rise  in  interest  rales  on  new  securities 
may  partly  make  up  any  losses  to  creditors;  and  increases  in  social  security  benefits 
make  up  losses  to  the  retired. 

In  deflation,  on  the  other  hand,  the  growing  unemployment  of  labor  and  capitai  causes  the 
community's  total  well-being  to  be  less;  so,  in  a  sense,  the  gainers  get  less  than  the  losers 
lose.  As  a  matter  of  fact,  in  deep  depression,  almost  everyone-including  the  creditor  who 
is  left  with  uncollectible  debts-suffers. 

The  above  remarks  show  why  an  increase  in  consumption  or  investment  spending 

is  thought  a  good  thing  in  times  of  unemployment,  even  if  there  is  some  upward 
•  pressure  on  prices.  When  the  economic  system  is  suffering  from  acute  depression,  few 

criticize  private  or  public  spending  on  the  ground  that  this  might  be  inflationary. 
I  Actually,  most  of  the  increased  spending  will  then  go  to  increase  production  and  create 

more  jobs  and  more  real  income. 
I  But  die  same  reasoning  shows  that  once  full  employment  and  full  plant  capacity 

have  been  reached,  any  further  increases  in  spending  are  likely  to  be  completely  wasted 
;.  in  price-tag  increases.  (Recall  Chapter  13's  discussion,  of  ••inflationary  gaps.  ) 
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while  tl      .LOPSNG  INFLATION 

.  ie  cannc 

jlow  price  increase  are  one  thing.  But  when  each  increase  i:j  prices  becomes  the 

.  n  r     jgnal  for  an  increase  in  wages  and  costs,  which  again  sends  prices  up  still  further, 

"rfe'at  °ve  mav  ^e  'n  lne  m^*  °f  a  malignant,  galloping  hypcri:  Nation.  Nothing  ijood  can 

>o  said  for  a  rapid  rise  of  prices  such  as  took  place  in  Germany  in  1920-1923  and 

held  f  1,ore  recen^v  m  China  and  Hungary.  Production  and  even  the  social  order  are  then 

li>organized.  The  total  wealth  of  large  groups  of  the  population  is  wiped  out  as  money 

X'comes  worthless.   Debtors  ruthlessly  pursue  creditors  In  order  to  pay  oh   their 

]onrr(jH'>ations  in  valueless  money.  Speculators  profiteer.  FIoii5.ow;vcs  rush  to  spend  their 

marj.tiusbands'  paychecks  before  prices  rise  still  further,  but  in  d  )ing  so  they  only  bid  prices 

VDensic:P  even  tavtt'r-  -^s  a  Southerner  said  during  the  Confederate  inflation: 

dier  tha»\e  used  to  in  to  the  stores  with  money  in  our  pockets  and  come  back  with  food  in  our  baskets. 

observes jw  we  co  with  money  in  baskets  and  return  with  food  in  oar  pockets.  Everything  is  scarce 
of  risin?wept  money!  Prices  are  chaotic  and  production  disorganized.  A  i  ieal  that  used  to  cost  the 
wme  amount  as  an  opera  ticket  now  costs  twenty  times  as  much,  tin:  in  ->s  is  often  ar  a  standstill 
because  no  one  knows  how  much  to  charge.  (We'll  settle  after  th*:  \<  \r,  some  say.)  As  a  n  suit, 
jverybody  tends  to  hoard  "'things''  and  to  try  to  get  rid  of  the  'hid  '  paper  money,  which 
$  rives  the  "good'"  metal  money  out  of  circulation.  A  partial  re! urn  to  barter  inconvenience 

ome  an5  the  resu!t- 

;  Aside  from  hyperinflations  of  the  German  1920-1923  type,  we  do  see  in  countries 
ation  th. ike  Chile  and  brazil  a  state  of  chronic  inflation — sav,  at  the  rale  of  £0  to  ">()  per 
e  investment  per  year — that  goes  on  decade  after  decade.  Somehow  the  people  learn  to  hve 

y.\  such  a  merry-go-round.  Thev  hoard  goons,  buy  houses;  noser,  never  lend  money 

it  ordinary  interest  rates;  etc:.  Sometimes,  as  in  Brazil,  the  economy  manages  to  show 
tion  an      ,  ;,  ,         ..  ,        ., 

,  re^i  growth;  too  oiten,  as  in  Argentina  ana  Cnne.  <:rouf.:  suiters, 

losses  ■•    —  -  i- 

„        rortunatelv.  there  are  lew  cases  of  German-tvne  hyper? vitiation  except  duriuir  war 

tV.  fc*V  V*  '  '  ■ 

'  '    ,     jx  in  the  backwash  of  war  aaid  revolution.  The  primary  tea/ ;  -day  hir  a  mixed  economy 
emplov..      .        •     •    ■      r  i  j  .        .         ,,..„        ,  ,' 

■  x.  .-  ike  Americas  is  ot  a  sreadv  upward  creep  in  prices.  \\  ill  such  a  creep  mevuablv 
ecuriln  .jr.  i  j 

,        r.  'iccome  a  trot?  A  trot  become  a  canter?  A  canter  become  a  oallop?  Few  economic 
benefit 

experts  regard  such  a  development  as  inevitable  or  ever,  likely.  But  they  still  have 

reason  to  be  concerned  with  too  fast  and  steady  a  creep  of  p/iecs — as  we Jl  soon  see. 
uses  th 
he  loser 
iitorwh;      \LS  OF  LONG-TERM  PRICE  BEHAVIOR 

Ideally,  we  all  want  a  progressive,  full-employment  economy  in  which  the  excesses 

".pending  the  business  cycle  are  moderated.  We  want  to  control  the  "mad  dance  of  the  dollar" 

upwaras  t])e  business  cycle  passes  from  boom  to  crisis  and  slump.  '  ut  as  far  as  tiio  long-run 

•ion,  t&frend  of  prices  is  concerned,  there  are  three  possible  programs  that  different  economists 

itionaiy  ponsor  as  the  soundest  modern  compromise: 

id  crcai     1,  Prices — on  the  average — are  to  be  stable.  A<  output  ir.r.rea-ses  over  time  because 
of  population  increase,  capital  formation,  and  technological  progress,  the  total  oi  dollar 
capacuspending  rises.  Monev  wages  and  real  wages  also  rise  as  ■»  lesult  of  the  mcrease  in 
1  wasteproductivity  over  time. 
/  2.  Prices  are  to  be  gently  rising.  As  high-employment  output  increases  with  pro- 
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ployed  ;,  wholesale-price  index  as  a  deflator.  In  his  subsequent  work 
on  the  Civil  War.  Mitchell  computed  a  consumers'  price  index  f.„ 
this  same  period  with  an  independent  set  of  data"  These  d  I*  i 
(reproduced  as  part  of  Tabic  .2)"  also  reveal  a  substantial  fall  in  re  ,1 
\yafics,  alth  mgh  neither  as  large  a  fall  as  observed  when  the  whole- 
sale price  index  is  used  nor  as  sharp  a  recovery  in  IS6\  I  hc\  buttress 
Mitchell  s  conclusion  that  real  wages  fell  during  the  (.nil  \Var  I-  ci- 
denta  ly,  this  later  stuck  seems  to  have  shaken  Mitchell's  earlier 
confidence  in  the  alertness  of  American  workmen  to  their  interests' 
and  lie  observes  in  this  later  work: 

In  the  '60\s  and,  though  in  somewhat  less  degree,  in 
the  70's,  the  labor  market  of  the  United  States  was  one  in 
which  individual  bargaining  prevailed.  Now  the  individual 
laborer  is  a  poor  bargainer.  He  is  ignorant  of  the  possibili- 
ties of  his  situation,  exposed  to  the  competition  of  others 
with  the  same  disabilities,  more  anxious  to  sell  than  the  em- 
ployer to  bin.  Moreover,  custom  m  the  form  of  rooted 
ideas  about  what  is  a  "fan  wage"  has  a  pc<  uliarlv  tenacious 
hold  upon  the  minds  of  both  parties  in  the  labor  market, 
weakening  the  wage-earner's  aggression  and  strengthening 
the  employer  s  resistance/' 

tabu;  2 

J:onsomik's  Pricks,  Money  Wacis,  and  Ri  w    Waoi  s 

. ^££1 . PriceT"  """Wages  Real  Wages 

I860                                      100  100  "100 

*"                                      104  99  95 

}§^                                      117  104  89 

^                     140  119  85 

}*%                                     170  142  83 
l865  179 155 87_ 

-Jl'ltcjlcH  rcac1ih'  accepted  the  hypothesis  that  inflation  accounted 
for  the  observed  Kill  in  real  wages,  with  substantially  no  considera- 
tion of  conditions  other  than  monetary  despite  Ins  protestation  to 
the  contrary.1"  Because  of  his  failure  to  consider  conditions  other 
than  m  notary  (i.e.,  "real  forces"),  Mitchell  accepted  an  explanation 
ol  his  observations  that  is  inconsistent  with  the  wa\  economists  ex- 
plain changes  in  price  ratios  in  markets  other  than  labor,  lie 
rejected  a  standard  explanation  with  a  wide  range  of  applicabilih  in 
tavor  of  an  ad  hoc  explanation,  without  first  showing  the  inapplica- 
lJIlil!v.')1"  !hc  standard  explanation.  It  is  the  thesis  of  this  papci  that, 
!'  Mitchell  had  considered  non-mouetarv  conditions  more  exten- 
sively, he  would  not  have  regarded  his  observations  as  unccjuivocalh 
supporting  the  hypothesis  that  the  observed  fall  was  attributable  to 
inflation.  Indeed.,  there  are  grounds  for  inferring  that  the  inflation 
resulting   from   the  issuance  of  greenbacks   led   to  a   higher   level   ol 
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TABLE  I. 

Average  Qmrteily  Prires  in   Gold  or  C.it,  d  States  Hands  [6  %),  and  of  Confederate  Slates  Bonds  (S  %), 
United  States  Treasury  X  Us  and  CoiifeiUrate  States  Treasury  Notes  [HO  =  par). 


United  States 


.  (  Bonds 


)  'I  misurv  Notes 


Confederate  (  Honda 

States       ;  Treasury  Notes 
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91.0  |  64.9     04.8  j  39.3 

■-2.7  :  60.7  I  00.0  39.5 


1863. 


1      '      2 

63.7  |  84.8 
04.4  ;  07.2 
32.1  :  20.5 
29.0  '  18.0 


60.5     73.3 

75.9  I  07.1 

17.1  j  10.8 

9.1  |     G.3 


1SC4. 


1 
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3 

1 

07.9  !  60.5 

44.3 
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53.1 

41.5 

7.3 

5.7 

4.0 

5.3 
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TABLE  II. 

Currency  Pries  in  the  United  Suits,  1861-65.     Quarterly  Averages,  1S60  =  100. 
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35.1 
50.3 


1861. 

1S62. 

1863. 

1864. 

1865. 
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332 

1 

2     |     3 
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1     i     2     I     3 
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2     !     3 
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Coffee 

8S 

92 

92 

121 

137 

157 

161 

172 

214 

238 

223 

234 

259 

i 
298  1   329 

Su^ar  ami  molasses     .    .     .     . 

Meat  products 

Cereals 

Tobacco 

Colt  >o 

84 

09 

115 

1 1 19  j 

104 

126 

129 

132 

130 

142 

1  65 

173 

221  ;   280 

.).),« 

273 

88 

89 

81   , 

82 

85  ! 

83 

64 

78 

100 

110 

95  ; 

104 

126 

160      183 

197 

"07 

89 

86 

75 

79 

80  | 

85 

106 

101 

117 

140 

120 

137 

169 

lr6  j    214 

,,„ 

213 

83 

83 

91 

81 

110  j 

120 

1 20 

109 

188 

ISO 

223  ' 

192 

171 

923  '   <,0<; 

°24 

271 

i:. 

117 

137 

198 

rur,  i 

255 

350 

519 

621 

6,1      635 

--.. 

"44 

700    1417 

1136 

II 0-1  ] 

?1  gold 

100 

ioo  :  100  ; 

100 

1G3  ! 

104  ;  no 

129 

155 

149  j    132 

149 

160 

1»9  i    240 

224 
f 

141 

-1 
in 


Co 


TABLE   HI. 
Index  Numbers  of  Northern  and  Southern  Prices,  1SC1-65.     Quaintly  in  Gold.  1SC0  =  100. 


1 

1801. 

1802. 

1S63. 

1S64. 

1865. 

1 

o 

3 

4 

• 
1^1 

„ 
_  - 

213 

3 

4 

1 

o 

3     ! 

4 

i 
1     ! 

2     !     3 

4 

1 

South 

S  SirnP 

!e  avr 

■ra:re  .    .    . 

110 

111 

125 

149 

295 

303 

231 

147  ! 

104 

199 

! 

358  ;    254 

221 

140 

\  IVVfc 

lited 

average1    . 

108 

1  I  0 

135 

161 

188 

22'» 

29  1 

298 

325 

2(51 

ioo  ; 

172 

220 

335  i    2.-1 

2  2  5 

165 

j  Simp 

le  av 

■r-.vs'1  ■     .     . 

91    . 

91 

91 

113 

14  2 

129 

151 

147 

109 

355  ' 

1-2 

171 

157  i    184 

107 

201 

j  VVei.L 

lited 

average 1    . 

s"  1 

s7 

91 

9.1 

81 

82 

93 

90  : 

93 

100 

100  i      94 

93 

US 

1  Weighted  average:  olTee,  .};  sugar  and  molasses,  7;  meat:;,  20;  cereals,  10;  tobacco,  1. 
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f,)  f* nil  th<    price  index  for  each  <  ity.    'Hie  general  price  index  for 
■  ".tui  eastern  part  ol  !ln  Confederacy  was  prepared  h\  averaging 
e%. en"    dilicrcn!    i  •  >mmo ditv   puce   series    taken    from   all    four 
•  '"     I  I'.is  index  is  prcscnti  d  in  Figure  1  and  Tabic  2. 

IV 

I'oi    "■  I        MM.iitiM    months,    from   October,    1861,    to   March, 

■  "&'*    "■'      '' '■  er.i!  price  index  of  I'm    Confederacv  rose  at  an  almost 

'••»"•  nv  p  i   u-nt  a  month.    As  (lie  real  value  of  moncv 

tell.    '   o:ifet.erate    ;i"(e.s   were   no   longCT   used    a^   a   store    of   value. 

■   fiM   !   to  extend   credit    unless   fhev  were  repaid    in   gold, 

-it  ■■  me  other  eominndity.    When  debtors  hied  to  use  the 

i   (n:;ene\    io   pa;    off   obligations   incurred   before   the   war, 

:>  -'it:    d  to  accept  payment.    }    F).  Davidson,  an  attorney  in 

.mg'ou    \  irLMuia,   r<    n'ved    numerous    letters   like  the   following: 

Sown    tin,     about   the   hi  of  the  present  month,  Mr.  Jack  Jordan 

jam    mi  e  '■■>  me  when  1  refused  to  take  the  moncv  '  for  his  debt] 

■wins  oiuiition  of  ; he  currency."'*   Davidson's  clients  wanted 

il  :'ie  war  w,.  over  and  the  price  level  lower  before  they 

eptcd  j  .ivment. 


FIG.  1. — The  general  price  index 
of  the  Confederacy.  (Fir.!  (our 
month-,  of  1  fc6I   =  100.) 
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As  early  as  1862  some  firms  stopped  selling  their  produce  for 
currency  done.  Customers  had  to  offer  some  commodity  along  with 
their  Confederate  notes  to  complete  the  purchase,  a  practice  that 
became  widespread  during  !863.  The  Gregg  Cotton  Mills  received 
numerous  letters  from  other  manufacturers  requesting  the  exchange 
of  products.    One  person  wrote:  "Money  will  buv  little  or  nothing 
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here  and  unless  I  can  find  some  means  of  getting  food  for  m\  \a    •' 
men,  I  fear  I  shall  iose  tin  in." ' ' 

As  the  war  went  on,  moncv  continued  to  fall  in  value.    V>\  April 
1S61),  the  general  price  index  had  risen  to  ^2  times  its  prewar  base. 

Changes  in  velocity,  in  the  stock  of  moncv,  and  in  the  uippk 
of  goods  determined  price  changes.  Contrary  !o  popular  opinion 
commodity  price  movements  were  not  dircctlv  affected  bv  militar. 
cvcnts.IB  On  February  17,  1864,  the  Confederate  Congress  enacted 
a  currency  reform.  All  existing  notes  except  small  notes  were  to  be 
exchanged  for  new  currency  at  the  ratio  of  three  for  two  b\  April  1, 
1864.lf'    In  anticipation  of  the  reform,  southerners  began  to  spend 

TABLF  II 

General  Price  Index  of  the  Eastern  Section 
of  the  Confederacy 

(First  Four  Months  of  1861  =  100) 


Year 


Month  1861 

January                   101 

February  99 

March  101 

April    101 

May      109 

June 109 

July              Ill 

August  120 

September  128 

October  136 

November          161 

December  ....  172 


1862 


1863 


1864 


1865 


193 

762 

2,831 

5,824 

211 

900 

2,947 

6,427 

235 

1,051 

4,128 

8,336 

281 

1,178 

4,470 

9.211 

278 

1,279 

4,575 

331 

1,303 

4,198 

380 

1,326 

4,094 

419 

1,428 

4,097 

493 

1,617 

4,279 

526 

1,879 

4,001 

624 

2,236 

4,029 

685 

2,464 

4,285 

Prices 

rose  immec 

hatch:  the 

gene 

their  old  notes  more  rapidly, 


ral 


price  index  rose  23  per  cent  from  February  to  March.  1564.  In  May. 
1864,  the  currency  reform  began  to  take  hold.  The  general  price 
index  dropped  dramatically  and  staved  low  through  December.  Tins 
decline  took  place  despite  the  invading  Union  armies,  the  reduction 
in  foreign  trade,  the  impending  military  defeat,  and  the  low  morale 


of  the  armv.    The  currency  reform  was  more- 
powerful  forces. 

V 


ificant  than  these 


To  compare  the  price  rise  of  each  citv  with  the  average  price 
rise  in  the  entire  eastern  section  of  the  Confederacy,  the  index  for 


ALL 

EXPORTS  C    VPC5TS  f«CLUOfO 


'.•?:■  *Ti    EXCLUDED 


18t< 


1865 


F'Q    i    —      :cve''s  c^n:,i -ner  pr::e   inae<   aVcmposed   into   imports,   imports  plus 
exj  "-  all  ■  xcept  imports,  <ind  all  except  imports  and  exports. 

The  change  ;:i  the  relative  prices  of  internationally  traded 
r^nods  mav  be  seen  more  clearlv  bv  examining  the  relative  move- 
ments of  the  import  and  domestic  goods  components  of  Mitchell's 
wholesale  price  index  (see  I'igs.  2  and  3).  Imports  at  wholesale  arc 
"purer"  international  goods  than  the  same  commodities  at  retail 
bcc.iusc  of  differences  in  domestic  marketing  costs.  Consequently, 
these  relative  price  movements  are  more  pronounced  if  wholesale 
rather  than  retail  prices  are  observed.  If  Mitchell's  wholesale  price 
index  is  divided  into  four  categories  —  exports,  imports,  domestic 
goods,  and  unclassified  goods  —  it  is  ven  clear  that  the  prices  of 
intcrnationallv  traded  goods  rose  relative  to  domestic  goods  when 
the  gap  between  the  purchasing-power-pariu  exchange  rate  and  the 
actual  exchange  rate  was  widening.  Conversely,  when  the  gap 
between  the  two  exchange  rates  narrowed,  the  spread  between 
domestic  and  import  piiees  narrowed. 

Mitchell's  observations,  however,  are  far  from  fully  explained. 
In  ISfn  real  wages  were  lower  than  they  were  in  IS60,  although, 
with  the  given  premium  on  gold,  purehasing-powcr-parity  theory 
implies  thai  the.  should  have  been  roughly  identical.  Similarly,  the 
price  of  imports  should  have  been  lower  in  1865  in  order  to  reflect 
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FIG.  2 — Components  of  Mitchell's  wholesale  price  index;  mean  values 
imports,  exports,  and  domestic  and  indeterminate  goods. 
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FIG.  3. — Components  of  Mitchell's  wholesale  price  index;  median  valees  c!  prices 
of   imports,   exports,  and  domestic  and  indeterminate   goods. 
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Currency  Prices  In  Confederate  States^  1361-65 


lool  . 

(i860  =  1, 
1362 

.00) 

563 

1364 

T  OCr- 

i.  -  0  ; 

Mar. 

Dec . 

Mar. 

Dec . 

Dec. 

Mar. 

Dec  . 

February 

Coffee 

1.2 

4.0 

4.5 

23 

25 

79 

142 

118 

196 

Salt 

— 



9.2 

42 

27 

55 

77 

129 

114 

Nails 

1.4 

1.9 

3.8 

13 

25 

44 

75 

75 

91 

Candles 

1.0 

.9 

2.0 

4.2 

13 

26 

38 

44 

126 

Sugar  and 
Molasses 

1.3 

1.4 

2.4 

8.5 

18 

42 

95 

121 

130 

Meat 
Products  (1) 

1.1 

2.1 

2.3 

4.7 

11 

23 

50 

54 

72 

Cereals, 
etc.    (2) 

1.0 

1.5 

1.7 

3.2 

6.7 

12 

23 

23 

46 

Tobacco 

1.4 

1.5 

1.6 

4.1 

3.5 

6.1 

4.7 



20 

Cotton 

1.0 

1.0 

.8 

1.5 

2,2 

6.3 

16 

17 

- 
- 

(1)  Bacon,  lard,  butter  (simple  average) 

(2)  Wheat ,  flour ,  corn,  meal,  oats,  rice,  Irish 

potatoes,  sweet  potatoes  (simple  average) 


Source:   Schwab,  Appendix  I 
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EL    WAR    CLERKS     DIARY 

ace.  althoueh  uc  are  environed 
i\er.  The  Trib  tne  New  York) 
speration.  It  sa\s  the  onlv  way 
aise  $:'>0<\000,000.  indispensably 
the  war.  is  to  guarantee   i to  the 

I  for  a  loan,  and  that  subjuga- 
.s,  or  never,  h  says  the  wai  must 
)  soldieis  ~>ent  among  the  slaves 

II  no*,  suffice,  then  let  peace  be 
New  York  World  denounces  the 
vs  if  the  project  (diabolical)  of 
lie  to  make  peace  on  am  terms. 

conclusion.  All  o\er  the  North. 

people  are  clamoring  for  peace, 
nation  Proclamation.  I  have  no 
>ut  tiie  vcar,  we  shall  have  the 
iting  against  the  United  States 
nst  the  South. 
Europe  arrive  safely  with  mer- 
*o  the  Northern  merchants.  We' 
lies  from  the  North,  from  block- 
at  b\  the  United  States  military 
:e  civil  ones,  too. 
hat  Kentucky  has  voted  to  raise 
xecution  ot  Lincoln's  Emancipa- 

has  been  casemaled  with  iron; 
s  weighing  480  pounds?  I  fear 
e    batteries;    \ct    these    may    be 

the  best  pilot  (one  sent  thither 
1  to  the  hostile  fleet  since  Gen. 
s  embraced  within  his  command, 
ion  ol  all  our  tot  pedo(  s. 
uister  at  London,  writes  to  Mi- 
ll ol  October,   1 802,  that  it   the 

i '.  >•    iiud  sscs    In    t  lie    month    of 
Iriiish  I'ai  liaim nil  will  rccogni/c 
i ! 1 1   htsi  o a \  o I   famiary. 
\  I)).sfjtitr.li: 

"i  illation. —  I  In-  state  ol  affairs 
ul   e\ioi  i  ion   pi  ai  t  k  i  'I   upon   the 
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i.v.» 


public  caiinoi  b<  beltei  illusiiated  than  by  the  following  grocery  bill 
r.;r  one  week  lor  a  small  I  .rub,,  in  which  the  prices  before  the  war 
and  those  ol  die  present  are  compaied: 


Is.iU 

1',  icon.    10   His.   .il    I'Ji  ;:c 
FUmr,  30  lbs.  .it  5c. 
su_.li.  r>  llx-  at  Sc. 
ColTec,  -1  lbs.  :i(   I2i  jC 
1  l.i  i'!>ret-io.  '  '•   I''.  a(   5' 
Lard,  1  lbs.  .it  12|  jc. 
I'utter,  3   His.  .it   23c. 
Meal.  1  pk.  at  25c. 
Candles,  2  lbs.  .it  15c. 
Soap,  5  lbs.  ai    U)c. 
Pepper  and  salt  (about) 

Total 


IK<)'S 

$1   25  I1.IOH.  1"  lbs.  at  si 

1   ;,n  Flour,  30  lbs,  at   I2i  x. 

10  Sn»ai ,  5  lbsv  at  SI    I  > 

-,o  Qillcc,   I  lb:    at  S'i 

'il  I  ca   i-iTi'ii),  '  j   lb.  at  >lt) 

-,()  1  aid.    !   lbs.  at  SI 

75  Rutter,  3  lbs.  at  51   75 

25  Meal,  I   pk    .it   <1 

30  Candles,  2  lbs.  ai  SI   25 

',(]  S.op,    ii    lbs.    .it    si    10 

Hi  Pepper  and  salt  (about) 


Ml)  on 


:> 
20 

i  il 

8 

U0 

■1 

5 

25 

1 

00 

2 

50 

5 

50 

2 

50 

56  53 


Total 


SG8  27 


"So  much  we  owe  the  speculators,  who  have  stayed  at  home  to  prey 
upon  the  necessities  <>1  their  lenow-cituens. 

Cotton  sells  at  scvcnty-Jive  cents  per  pound  in  the  United  States.  So 
the  blockade  must  be  felt  by  the  enemy  as  well  as  ourselves.  War  is 
a  two-edged  sword. 

January  31st.— We  .have  dispatches  from  Charleston,  to-day,  which 
reconcile  us  to  the  loss  of  the  cargo  captured  by  the  blockading  squad- 
ron early  in  the  week.  An  artillery  company  captured  a  hue  gun-boat 
in  Stone  Rivci    (near  Charleston)  yesterday  evening.  She  had  eleven 

guns  and  'JO')  men. 

But  this  morning  we  did  better  still.  Our  little  fleet  of  two  iron-dads 
steamed  out  ol  Charleston  harbor,  and  boldly  attacked  the  blockading 
fleet.  We  crippled  two  ol  their  ships,  and  sunk  one,  completely  raising 
the  blockade,  for  the  lime  being.  This  will  frustrate  some  of  their 
plans,  and  may  relieve  Wilmington. 

The  attack  on  Fort  M<  .Mister  was  a  failure. 

Major  Lear,  ol  Texas,  who  was  at  the  capture  ol  the  Harriet  Lane, 
met  on  the  captured  steamer  his  mortally-wounded  son.  the  lieutenant. 

A  lew  days  ago,  Lieut.  Buchanan  was  killed  on  a  United  States 
(,'im-boal  by  our'sharpshoolcrs.  lie  was  the  son  of  Admiral  Buchanan, 
in  the-  Confederate  scivice,  now  at  Mobile.  Thus  we  are  reminded  ol 
Hie  wars  ol  ihc  roses— lalhci  againsl  son.  and  brolhei  agaiusi  brother. 

l-'iaiRUARY  I  si. —The  Virginia  Legislature,  now  in  session,  has  a  bill 
inula  discussion  loi  the  suppression  ol  extortion.  One  ol  the  members, 
Mr.  Anderson,  read  the  following  table  ol  the  puces  ol 


n* 


" ': ■•"  / 


AGkicui.  imii\!    produce 


Before    th<:   war 

While    wheat,   per   bushel 
!■  lour,  pei    hai  rel 
0.1,,.  per  bushel 
1  lay,  |»  r  hundred 
Hides,  pei    pound 
Bcci,   per   pound 
Bacon,  pci   pound 
Lard,  per  pound 
Buttei  .  per  pound 
Irish   po t;i toes 
Swcci    potatoes 
Apple  brandy 
Wool,  per  pound 


Now  O'tfOJ 


$1   50       While  wheat,  p 
7  50 


Bar  iron,  per  pound 
Nails,  per   pound 
Leather,  sole,  per  pound 

upper,  per   pound 


Osnaburgs,  per  yard 
Brown  cotton,  per  yard 
Sheeting,  per  yard 


Coarse  jeanes 

Crenshaw's  gray 


Coarse  shoes 

High -quartered  shoes 

Boots 

Wool  hats,  per  dozen 


Flour,    pei     barrel 

70  j  ("in,    | hi    bushel 

1   no  |  May,  pei   hundred 

'!  j  Hides,  pel    pound 

8  |  Beer,  per  pound 

13  1'i.k  on,  per  pound 

15  |  Lard,  pi  i    pound 

.in  I  Butter,    per    pound 

1   00  |  Irish     pot. noes 

I    Oil  I  Sweet  potatoes 

1  00  \pple  brandy 

30  I  Wool,  per   pound 

MANUFACTURES 

•1  j  Bar  iron,  per  pound 

'1  |  Nails,  per   pound 

25  j  Leather,  sole,  per  pound 

33  |  upper,  per  pound 

COTTON  GOODS 


10 
10 


Osnaburgs,  pier  yard 
Brown  cotton,  per  yard 
Sheeting,  pci    yard 


WOOLEN  GOODS 

•1":    i   Coarse    jeanes 

2  00   I   Crenshaw's  gray 

MISCELLANEOUS 

>1   50   |   Coarse  shoes 

3  50       High-quartered  shoes 
7  50   !    Boots 

7  00   i    Wool  hats,  per  dozen 

STOCKS 


S-1  50 

•.•-■j.  no 

3  50 

3  50 

■10 

50 

00 

1  (II) 

1  50 

5  00 

6  oo 
15  00 

2  00 


20 
60 

2  50 

3  50 


75 
1  25 


4  00 

28  00 


515  00 
25  00 
CO  00 

50  oo 


Dividends  on  stocks  in  cotton  companies,  worth  in  May,  1K61,  $25  to  £50  per 
share,  now  fiom  $112  to  §110. 

It  is  doubtful  whether  the  bill  will  pass,  as  most  of  the  members 
are  agriculturists. 

It  is  suit"!  and  believed  that  several  (iti/ens  from  Illinois  and  Indi- 
ana, now  in  this  city,  have  been  sent  hither  by  influential  parties,  to 
consult  our  government  on  the  best  means  of  terminating  the  war;  or, 
that  failing,  to  propose  some  mode  of  adjustment  between  the  North- 


w,..,h  in  Slah  ,  and  ill'  (  Milled,  rat  •.  ,  .mil  in  iv  i 1 
Y';,nl  ,-,  Stan  s  am!  ihc  l'<  d<  i.d  admini  ,lialioii. 
I'm  nsiiU:  lias  al  la  il  been  I  cinowd;  and  .j\\'i 
[Edwin  V.|  Siin'mci  have  resigned,  Gen.  I  look 
[.'(.( | (  i.d  Ai  my  nl  the  I'moiiiiii  — il  il  may  be  sti 
\l  _  ,  who  knows  I  looki  i  well,  says  he  is  di  fit 
;iCter;  and  many  yea  is  ago  gentlemen  refused 
He  resigned  from  the  army,  in  California,  and 
Yankee  like,  on  speculation — and  failed. 

1'ruRi  \rv  2n. — Aftei    the  feat  at  Charleston 
Commodore   [Duncan    N.j    tngraham   invited   il 
inspect    the    haibor,    and    they    pronounced    tl 
United  States  ship  being  seen  off  the  coast.  Tr 
commodore   issued   a    proclamation   to   the  wc 
open.  II  this  be  recognized,  then  the  United  II 
sixty  tlavs'  not  in-  before  the  port  can  be  closed  z\ 
ami  by  that  time  wc  can  get  supplies  enough 
Before  night,  however,  some  twenty  blockade 
bar.  It  is  not  a  question  of  right,  or  of  might 
[and — bul  of  inclination.  Whenever  they,  or  (| 
disposed  io  relieve  us,  it  can  be  done. 

The  enemy's  gun-boats  returned  to  the  bor 
Alister,  and  met  no  succc  ss. 

Senator  Saulsbury,  o!  Delaware,  has  been  a: 
at-Arms  ol  the  Sen.de.  lor  his  denunciation  o 
cile." 

Fkuri  arv  3d.— Ii  appears  >hat  Gen.  [Roger| 
strong,  was  attacked  b\  the  enemv.  said  to  be 
Pdackwatcr.  Afier  some  shelling  and  infantn| 
some  eighl  miles,  and  was  not  pursued.  Our 
said  the  enemv  had  500  killed  and  wounded;  l| 
was  ascertained. 

Gold  in  the  North  now  brings  5Sio  cents  \\ 
at  SI. 75.  Cotton  at  "'i  tents  per  pound! 

To-day,  when  conversing  with  Judge  Pcrkij 
a  passport  system  established  by  law,  he  acini 
despaired  ol  its  accomplishment.  "For."  said  hi 
in  Congress  which  has  not  the  sanction  ol  thJ 
I  thought,  from  his  manner  and  tone,  that  the 
government  was  omnipotent,  having  swallow 
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TABU'.  [V 

\V.\e.f;  Index  kor  the  Confederacy 
(January,  1861  =  100) 


Month 


Year 


1861 


18G2 


1863 


1854 


1865 


January 

100 

121 

201 

397 

784 

Fet^'-jar, 

100 

112 

207 

381 

884 

March 

99 

118 

212 

462 

887 

Apr:' 

101 

119 

237 

402 

May 

107 

122 

233 

398 

Jure 

105 

127 

241 

372 

July 

100 

122 

263 

385 

August 

100 

135 

296 

394 

September 

106 

139 

305 

450 

Octcfcer 

101 

160 

341 

527 

November 

116 

166 

371 

528 

December 

114 

177 

349 

521 

II'  most  serious  objection  to  deflating  money  wages  by  a  whole- 
sale price  index  of  farm  products  ,u\d  textiles  is  that  it  overstates  the 
decline  in  the  value  of  a  worker's  money  wage  by  between  20  and 
40  per  cent  ;1  i  he  price  index  used  to  deflate  money  wages,  plotted 
in  Figure  6,  reveals  that  wholesale  domestic  prices  rose  approximately 


F;G  6  — Inde/  of  prices  of  twenty- 
one  c'orre'.tic  commodities  corn 
pared  *itn  mde»  o<  /va^es  (January, 
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XXX)  i- 



►»)'CE    index    or  ?|                            f^~~*S\S 
DOMESTIC  OOMMOOiTifi                 / 

JOOO 

AvERaCl    wacc   INOC«                 / 

IOOO 

too 

; 

IOO 

too 

• 

VX>  r 

«. 

Kol 

/                     f 

1 
?00  i 

1 

/--• 

1 

let. 

i            <66/-                        -8ft  j                        1064 
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40  times  bv  March,  1865,  or  it  a  rate  of  '>  per  c<    I  a  nionfli 
index  overstates  the  rise  in  the  cost-of-living  price 
per  cent,  the  (  osl  of  living  ro  c    ij •  ;  iroxin  ( 

federacv.   Since  monc\  wage   rose  on h  tei    iiin      i  ir    i 

wages  declined  to  approximate!    on    third  their  \. 

In  addition  to  money  wag's,  workers  rccciv<   I  part  of  1 
in  kind,15  and  this  portion  was  not  reduced  bv  the  rise  r       .    In 

February,   186*5,  the  Ilenrv  Gars!   Sawmill  paid   it         lp   ■' 
barrel  of  floui    fnr  n  month's   labor.""5    Undoi  bl 

increased  'heir  tak<  -home  pav.  but  not  tlicir  rale  of  re.!1  lion 

by  working  longer  hours.    Others  worked  night  shifts  :; 
about  one-and-a-half  times  the  da\  rate:  still  otin  v.  must  have  sup] 
mented   their  famih    incomes  bv    growing  food  on  their  o    .. 
plots  of  land  or  havin  r  other  niembers  of  tlicir  familv  ;  kc 

'Ihcsc  various  ameliorations  were  probabh  uoi  vcr  large,   it  they 
were  equivalent  to  a  10  per  cent  increase  in  rnoncv  wages.  r<  .    v     ; 

i ncl         :  per 


Southern  I.,1    :         nplaii     i  hitter!' 


prewar  level   bv    March.    1 S6 

that  its  wages  were  "totallv  inaeiecpiatc  to  afford  u- 

stfics  of  life  —  plain  food,  shelter,  fuel,  and  clothing.  We  ,u     it 

reduced  to  destitution."17 


Plivsieal  iiii  iductivitv  on  babh 
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people  were  empUuecl  :n  a  ti\i   '  p!  int.    I  oi   _x  •  ,:    .  .  _ 
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wool  because  the  impor-  ctutv  had  no!  '\  en  ;• 
to  replace  it.    The    mill  did   not   fulfil   it    c< 
temporarily  halted  production,'"    Tlu  luu>> 
stcadr  and  continuous  production,     I 
Montgomerv,  Alabama,  report  i  <] 

It  takes  fully   one  hair  the    tim 
much  of  m\  own  t  i  attcn  1  to  the 
have  a  man  trained  and  somewhat  . 
to  report  to  camp,  and  then,  afte 
his  sen  ires  replaced  b\    a   new    one 
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cases.  \vh 


half 


tie  tune  in  the  !i> 


I 
and 


half  not  able  to  do  much  work  '"-' 
Machinery  worn  out  through  normal  use  w  - 


v  u 
.  I  !v.\ ; 

."      -      - 
he  oriuT 

t  to  rep:j 


and  occasionalh   entire  factories  were  de^rrowd  b\   fire    , 
troops.    This  happened,  foi  example,  to  some     :    in   fnriat.es  of    '  . 
Tredegar  Mills.  These  events  probabh  more  than  otT<, :  ,-, u  rase- 
in  productivity  caused  bv   patrioticalh   increased  cucUmvoi        he\   re- 
duced the  marginal  physical  product  and  offset  ii    par!  the  i:icrea>C5 
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SOUTHERN  PRICES 
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f    K V      /'     >V    'V  SOOTH*™  "«"" 

•  A/\  J"    X>    <    h'f"  ,  -,:,,  „f    1SG4,  when  the  hist 

I  ^  /  /Redded  decline  till  £  ^  ^V  1  *  March, 
\F  Y  r/V*^a«i  start  was  made ;  ^^  ^^  month.  Tins 
Wl  ,/      B/    lAV    1SG5,  and  1000  :  1  at  the  ^J*™^^  roughly  with 


\/t{       ^',V> 


0 


^ 


A^       .,'1 


upward  start  was  made,  u«  V  monthi     TlllS 

1SG5,  and  1000  :  1  at  the  end  ot  tliej ^  .^ 

movement  of   the  gold   P^^^^  in  each  pe- 
lUe  amount  of   government   *u  ^       of   notcs 

riod.     The  relatively  rape    incu-u.  £   ^  alld 

utter  August,  1.8G2,  during   th     last  d  .n  ^ 

^^S^X™^  —  at  rhose  three  times. 
rapid   increase  of    tic    g    u    1  remainCd  stationary 

When  the  amount  ot  outstandu g note  ^  ^^  ^^ 

at  the  beginning   o,   lM>o,   l  1L      .        &        months;  while 
advance  of   the  gold  I^ra»  ^^  the  arst  half 

of  18G4  is  distinct*}  lemxxtu 

premium. 


n^-i   flo  i>  Dollar- 


1864. 
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Bacon,  Lard, 
Butter,  and 
Hides1 

Wheat,  n..iir. 
Corn,  Meal, 
and  Oats  l 

Tobacco  .     . 
Cotton      .     . 


Gold  Trices  in  the  North  and  in  the  South,  1861-65. 

Quarterly  Averages,  1SG0  =  100. 


i  N. 
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Sugar  and       ) 
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1  Si  in  j  ilc  average. 
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80 
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238 


70 

128 


1804 
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42  |  35 
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15S 
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117 

36G 
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79 

85 
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S8 
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31 
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491 
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210 
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1 25 
377 
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104 

159 


jjMMIIUIUBM^rzaBaE^^  -'■- 


—4 


-  15  - 


The  Equation  of  Exchange 


MV  s  PQ 
Where : 


M  =  quantity  or  stock  of  money 

(coin s    currency j  bank  deposits 


V  =  velocity  of  circulation  of  ;•' 
(how  fast  people  get  rid  of  M 


P  =  price  level  . 

(Index  of  average  pieces) 


Q,  -  real  national  product 
(Goods  and  Services) 


/This  equation  is  an  identity.   Identification 
of  the  four  elements  is  useful  in  analyzing 
the  causes  of  Inflation./ 
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T  II  E    DIVIDED    UNION 
Civil  War  Loan?  of  the  United  States  Government1 


DaU  of  the  act 


•  Amount  issued  A>r.our.t 

Nature  of  the  loan,  term,  and  j  ^  auti,or;zed;  j       ouiitand-.m 

rate  of  interest  j   see  n. :  below)   j    June  30,  iS'. 


Acts  of  lulv  17,  !   Bonds  redeemable  after  20  years.  In-  j 

,  ,  ic-  $   tO,COO,000 

1S01,    and 

Aug.  5,  1S61 


tercst,  6,0 

Treasury     notes.    Ty_eafS-    *nter<=st» 

"TTo^l  -  ■  •  •  •  •  -. 

DTi"aruj'r.otes  without  interest   .    .    . 


\ct  of  Aug.    J,  !  Twenty-year    bonds.     Interest,    6%. 
lS6l  Bc^angeaFTe    lor    7-5°%    treasury 


'   "Five-twenties"— i.e.,   bonds   redecm- 
lS6~  able  after  :  years  and  payable  20 

Years  from  date.  Interest,  6\'0.    .    ■ 


139.999.75° 

60,000,000 


notes — i.e..      paper      money 
t-jecmablc    and 


■tT|    Acts  of  Feb.  25.  i  U. 5 

1S62,  July  1:.  j  (/'greenbacks")     in 

t:-62,  jr.n.  17,  non-irstcrest-bearin 
;  563,  and 
Mar.  3,  1 353 

Actjot  Fei>.  25,  j   Short,  temporary  loans,  not  less  than 
i?6z,  Mar.     '  j       30  days.  Interest,  .;,  5,  snd  6%  .    . 
17,  1S62, 
Jul;.  11,  !S62, 
June  30,  iS64  j 
i 

Acts  of  Mar.  3,  |   "Ten- forty"   bonds,   running  not  less 
io53,  and  j     "Tnan  Ton  or   more    than   40   years, 

June  30,  1864  '       issued    at    premium    ot    4.13%.    '"- 

I       terest,  6% 

i 

Act  of  Mar.   3,  '   Intercst-benrin;:  treasury  notes,  pay- 
able in  one  ot  two  years.   Interest, 


514,780,500 


£    50.coo.cy_,o 


i39.'3S.6jo  • 

47-.'"J.i  '-• 


431,300! 


514,780,500  v 


450,000,000'  i      432,637,966 


1 50,000,000  ■ 


1S65 


7 ;. 000,000 


21 1,000,000 


89J17.C/O1  , 


75,000,0: 


\et  of  Mar.    },  I   Same,   payable   in    3    years.    Interest, 

,   .  sr-  17,250,000 

1803  I       0% ■    ■    •    •    I  "  3 


15,000.-0" 


N      '  Con  Used  and  rearran  -ed   from   Report  of  the  Secretary  of  the  Treasury,   1S65,  •■ 

Exec   Doc.  No.  3,  yj  Cone,  1  sess.,  pp.  50  ff.  _         .        . 

•-These  were  the  amounts  authorial,  the  amounts  issued  not  being  given  in  tw 

\V  C  Mit'I-'cll,  national  credit  declined;  government  securities  couK  • 
be  sold  titrouVn  the  banks;  depositors  withdrew  their  funds;  and  specu  . 
cuiv  aianninglv  Marco.  "It  was  all  outgo  now,  and  no  income.  I  he  - 
mis  bul  a  question  of  tunc.  After  standing  the  strain  upon  their  nt*  - 


/6 


i  N 

.,.   .,.1.'  :."u^..'   . 
,  authorized. 


7  -  ■■  ' 


0  ..000,00'? 


43'. 


^M^80''0^     '       5I''7 


4 ,0.000,-^  *  i       o-> 


I       i;o.OOC,OC 


£9.71; 


75,OOC,O0C 


:  1  uos^.000 


75.c" 


42.?:^ 


11,00' 


'  1 7,--  0,000      i 

rotary  ol'  the  Treasury,  'v' 
,  suca  not  being  Rivcn  in  th»= 

■vcrnment  securities  co. 
c>nv  their  funds;  and  sp^ 
o\v,  and  no  income 
the  strain  upon  then  l 


(Z 


The  War  Treasury  343 

t-„-  I!k.ted  States  Government  (Ccn/i'*  «<■<*) 
Civil  War  Loans  of  thi.  I  mted  stai*         ===== 


\;       Va  of  Mar.  3.  I 

iv+  I 


Amount 

Nature  of  the  loan,  term,  and  I  jnov„t  issued  I       mUlanimi 

rate  of  interest  \    June  30,  l St 


'Ten-forties."  Interest,  s'< 


?i7-»77^.100 


\  .<  of  Mar.  1.  !  Ont-ycai  certificates  of  indebtedness. 

am]  I    ^nucrcst,  6 . 0 

Mar.  ;v,  1S63    j 

\cisofJulyl7,  I  Postal  currency.    .    .    •    • 

Mar.  3.  ,S63 


$    I7=,77°.'cv;:>-00 


ii5,77:,odo.oo 


,-u-  laws  as 
l  ,r  preceding 
item 

Ki\  of  June  30, 
:  14 


Notes  of  fractional  parts  of  one  dollar 


:o,»a--t5° 


[Not  specified! 


9.9 1 5-4 


3S.66 


15,090,4:0.10 


•Five-twenties"— bonds  running  not  J 
less  than  5  nor  more  than  20  years.  I 
Interest,  6r,c 


>•  ,785.000     I        9i.789.oo0-' 


■    ^,  of  June  30.      Interest4>earin£  tre^rv_notes    pay-  j  , 


terest 


\       -,,.  of  June  30,      Intcrcs-l.earin,  t:  ^-.irv .not-  V^  \ 

,,,.,  j       able  in  3  years.  Interest,  7-3°  0  ■    ■         -■>+'* 


^u  of  July.,!  Thirty-year  bonds  to  Central  Pacihc 
,.-,:,        and  j       R.  R-  Co.  Interest,  6,0 
July  5.1864 


1,258,000 


1 

I 

j      234,400,000.00 

1,7.5s  000.00 


S  •   '-.t  of  Mar.   j,  !  Three-year   treasury   notes,   Interest,  j  437.:  10,400.00    ^ 


7-3° '0 


.     2,6S2o93>°-?6-S3 

!  .•*!    indebtedness    of    the    U.    S.,  June  30.  >S^ __•___•_ 1_ 

. ' i  ^  ,)  ..  ..1,1,    and  in  aJdi::on  various  items  01  debt 

I  i.u  iota!  includes  the  Hems  snown  1.1  I  hi   ...I'. 

•■'binding  in  1S61. 

:,  ,«  ,v«lB.  ,1.,  New  YorklWn'S  were  co,,,,;"™   •;■  ;   » .  !«^ 
„,.  ,,„,„,„ls  or,  the  KirlMh  <l»y  ,f  December  (l8o £>*»££ ^ 

.   L^r— -  ,r]     slIspcnsion  of  the  nation.il  tit^an 

.  -  spmhlv  foiloucci  suit.   -  i.c  siM  ^   ,  hus 

•    :  Mletl  as  a  necessary  consequence  of  the  *  snu\si  >n  or 
^r^Ulav  of  the  new  year  ,86asaw  the  collapse  oi  the  unok  sencn..  . 
>;  4i. i|  finance."  -  . ..   ,   „  . 

ritr««X  «*  *"««.  <5*  ri).  .09,  c W*  C.  MueW.  ,„ 

«••  0/  f'of.  /.'com.,  VII,  209-3^6  (June,   1099)- 


7/ 


III      liii    t'.vx  System  Usi.n   I 'o  Finance  hie  Civil.  War 
Ijicc  means  iii  war  finance,  tuiportaul  because  of  their  implica- 
:     ns  t"i   i.  il  wages  during  the  Civil  War,  arc  the  use  of  excises, 

il  duties,  incl  the  tax  on  monc\  imposed  b.v  inflation,  Fxciscs 
and  import  duties  grew  in  importance  during  the  war  years  with  ex- 
tension of  com  ■  ige  am!  increases  in  rates.  In  1861  the  Morrill  tariff 
(under  consideration  in  the  House  ot  Representatives  before  the 
va  ena  ted.  I  Ins  tariff  increased  the  cost  of  many  imports, 
pari  ularh  in  n  and  uool.3,;  While  this  tariff  was  announced  as  a 
revenue  me. is  tire,  the  heaviest  duties  were  imposed  on  commodities 
In  tl  in  tlu  United  M  ites,  and  revenue  was  in  part  sacrificed  for 
protection.37 

i:i  IS62  n  'omprthei  sive  ?wtcm  of  excise  taxation  was  enacted. 
Sj  itic  tax  s  '  ere  imp  se  I  on  tlic  production  of  iron,  steel,  coal  oil, 
paper,  leather,  and  several  other  goods.  A  general  ad  valorem  tax 
was  imposed  on  manufacturing  output.  Import  duties  were  also 
increased.'1  ^  In  1864  all  tht>c  taxe*-  were  once  more  increased  and 
cnl..vecl  in  <.i  ope. 

1'. '.<_•"•  ton  of  ;•  g  iron  produced  was  charged  two  dollars; 

even  ton  of  raihoad  iron  three  dollars;  sugar  paid  two  cents 


n   mm;  salt,  six  cenK  a  hundredweight. 


he  2cnc  ral  tax 


on    til  manufactures  was  five  percent.' But  this  tax  was  re- 
peated on  almost  cverv  article   in  different  stages  of  produc- 
tion.  Raw  cotton,  for  instance  was  taxed  two  cents  a  pound; 
j    c  loth  it  again  p  lid  five  ccnts.:,!l 
Wells  observed  that,  under  the  impact  of  these  turnover  taxes,  "the 
government  actuallv  levied  and  collected  from  eight  to  fifteen  and 
in    ;ome   instances  as   much   as    twentv   per   cent    on   evcrv   finished 
product.""1     ihe  average  rate  on   dutiable  commodities,  which  had 
been   >7  per  cent  under  the  act  of  1862,  became  47  per  cent  under 
that  of   1864."     Indeed,  import  duties  became'  so  high  in   1864  that 
collections  from  this  source  decreased  relative  to  the  preceding  year 
as  a  result  of  smuggling.42    I  1 
pi    ,  .1  in  1864  was  increased  to  6  per  cent  in  ISos. 
as  a  result  of  the  imposition  of  these  taxes,  revenues  from  customs 
and  internal  revenue  increased  enormously  over  their  prewar  level 
sec   I  able  4  I." 

It  is  evident  that  these  excises  and  import  duties  diverted  re- 
sources from  consumers  to  the  government  and  raised  the  price  of 
all  goods  and  services  relative  to  factor  incomes.  These  excises  were 
to  a  great  extent  turnover  taxes  and  as  such  became  imbedded  in  the 
prices  observed  by  Mitchell  in  the  Inter  years  of  the  war.  As  a  con- 
I sequence,  taxation  operated  to  widen  whatever  divergence  existed 
.'  between  the  value  of  final  output  and  the  sum  of  the  payments  to 
the  cooperating  agents  of  production.   This  means  that  some  of  the 


per  cent  tax  on  manufacturing  im- 
Ncedless  to  sav, 


11 


....    — -. 


fall  in  real  wages  Mitchell  observed  resulted  from  ■ 
excises  and  would  have  taken  [dace  whether  or  not  in    iti 

during  the  Cavil  War. 


TABLE  4 
Receipts  from  Custom  Duties  and  Interxai  Rf.vem  j 

(In  Millions  of  Dollars  and  as  a  Percentage  of  All  Rev  -  I 


1861 

1862 

'  E 5  3 

1 864 

- 

Customs 

$39.6 

$49.1 

S69.1 

$102.3 

!  84  9 

(61.4%) 

(10.1%) 

(9.8%) 

(10.9%) 

[7.1%) 

Internal  Revenue 

0 

0 

S37.6 

$109.7 

S2G9/5 

(5.3%) 

(11.7%) 

As  a  result  of  the  extensive  use  of  turnover  taxes  real  wages  as 
measured  by  Mitchell  ought  to  have  fallen,  even  if  the  ;':.::-;i- 
exchange  rate  were  equal  to  the  rate  implied  bv  purcha  ii  g-power- 
paritv.  Consequently,  the  level  of  real  wages  observed  in  IV  " 
to  be  below  that  of  I860,  by  an  amount  greater  than  the  :  i  tial 
attributable  to  the  abnormally  high  real  wages  in  1860.  This  c  m- 
prehensive  system  of  excise  taxation  taxed  imports  much  more 
heavily  than  it  taxed  goods  produced  in  the  United  States,  and  im- 
ports as  a  class  were  therefore  forced  up  in  price  relative  to  domes- 
tically produced  goods  and  services.  The  fail  in  real  wanes  attri- 
butable to  taxation  should  be  concentrated  upon  intcniati  iiallv 
traded  goods,  and  this  appears  to  be  the  case.  Or  this  is  \vhv.  at  the 
end  of  the  war.  the  prices  of  imports  were  high  relative  t  ■  r.1  mesne 
goods,  despite  equality  between  the  exchange  rate  implied  bv  pur- 
chasing-pOwer-parity  and  the  actual  rate. 

Idie  inflation  associated  with  the  Civil  War  in  the  North  wasi 
caused  by  a  government-imposed  tax  on  cash  balances.   Thr<  ugh  the' 
exchange  of  greenbacks  for  real  resources,  the  government  progres- ' 
sively  reduced  the  real  value  of  a  unit  of  currcnev,  and  the  ri-inr: 
prices  that  resulted  imposed  economic  losses  upon  moncv  holders.; 
But  if  inflation  had   not  occurred,  and   if  real   expenditures  by  the 
government  had  not  been  reduced,  then  alternative  taxes  would  have 
had   to  be  employed.    If  the  inflation   tax  on  cadi  balances  were* 
replaced  by  a  tax  on  income  or  wealth,  then  Mitchell's  real-wage! 


K 


•  r- 


mcasurcments  would  be  unaffected.  On  the  other  hand,  u 
native  tax  were  higher  tariffs  or  turnover  taxes,  then  a  s 
than    Mitchell    measured   is   implied.'"'    If  turnover  taxes   or  higl     i  j 
tariffs  arc  regarded  as  the  alternatives  to  taxing  through  infl  iti   n, 
Civil  War  inflation  kept  the  real  wages  measured  bv  Mi*  h       ::■  m 
falling  more  than  they  in  fact  did.    Therefore,  a  rationale  exists  for 
a  conclusion  that  is  the  converse  of  Mitchell's  —  were  it  not  foi  the 
inflation,  he  would  have  found  that  real  wages  would  have  f.    ei 
more  than  thev  did. 


\ 


of  tli  northern  VlockYdc;  in  Section  VIII,  I  discuss  the  real  value  of 
iiiuiha:  in  Sections  \y..  \.  and  XI.  wage  movements;  and  in  Section 
XII,  tht   popular  response  to  the  inflation. 

TABLE  I 
To'i  u  Stock  of  Money  in  ihk  South  in  Millions  of  Dollars 


Bank  Notes 

Confederate 

Index: 

Date 

and 

Government 

Total 

January. 

Deposits* 

Notes 

1861  =  100 

1861: 

January 

$  94.6 

$     94.6 

100 

April 

121.8 

121.8 

130 

June 

119.3 

$     1.1 

120.4 

130 

October 

146.3 

24.5 

170.8 

180 

1862: 

January 

165.2 

74.6 

239.8 

250 

April 

151.1 

131.0 

282.1 

300 

June 

142.9 

165.1 

309.0 

330 

October 

181.5 

287.3 

468.8 

500 

1863: 

January 

239.1 

410.5 

649.6 

690 

April 

257.1 

561.7 

818.8 

870 

June 

267.5 

637.3 

904.8 

960 

October 

274.7 

792.4 

1,067.1 

1130 

1364: 

January 

268.1 

826.8 

1,094.9 

'  1160 

•Tries?  figures  are  not  adjusted  for  interbank  deposits  and  are  therefore  bia:ed  upward. 

II 

The  stock  of  paper  money  in  the  South  consisted  of  Confederate 
issues,  bank  notes  and  deposits,  state  treasury  notes,'  shinplasters,- 
and  legalized  counterfeits.  I  estimated  the  amount  of  Confederate 
note-,  outstanding  from  the  periodic  reports  of  Secretaries  Mem 
mi nger  and  Trcnholm;  and  I  used  United  States  Treasury  figures, 
southern  bank  reports,  and  unpublished  bank  records  to  estimate  the 
ami  nnt  of  bank  credit  issued/1  State  treasury  notes,  shinplasters,  and 
legalized  counterfeits  were  ignored,  because  their  combined  total 
value  was  insignificant  compared  with  the  amount  of  Confederate 
ii'  •   s  and  bank  credit  issued. 

M\  estimates  indicate  that  the  stock  of  moncv  in  the  South 
iii(  reused  approximately  elevenfold  in  the  three  Years  from  January, 
1^61,  to  finnan,  1864.  In  the  light  of  the  large  amount  of  Confcd- 
•  i  •'     noti     i  med,  tins  increase  seems  remarkably  small.    The  rise  in 

lo'ks  of  iijonev.  was  thus  limited  because  banks  sharplv  increased 
th<  ir  re  .ene  ratios  a<  the  war  continued. 

Commercial  banks  had  no  central  bank  to  support  the  in  during 


crises.  Southern  bankers  expected  mass  withdi  iwal    whenever  (Jnior. 
'troops  approached   and  the\  protected  themse'r       ' lit  onlv  way  Hie; 
could  —  bv  limiting  the  amount  of  credit  tin  \  i  r<  ah  d.  Georgia  b  ink 
had    17  per  cent   reserves  in   June,    1 862,  and   (>':■  per   :e:it   in    [urn 
1863;  the  Hank  of  FaycttcviHe  had  21  per  ceni  in  Ma  ,  :  ,61,  and  r 
per  cent  in  November,  1863;  the  Rank  of  Si  uth  Carolina  hac 
cent  in  [anuar   .  1861,  and  30  per  cent  m  October,  1^63:  the  Rank  o: 
the  Valic\  in  Virginia  had  an  average  of  41.2  |»e,  ceni  in  1861.  ?! 
per  cent  in  l.Q62.  ?7.2  per  cent  in  1863,  and  66. n  p<  :  c    nt  in  i S64.4 

In  the  North  during  these  war  years,  SI. 4'  was  :reatcc!  h]  the 
bank  per  dollar  printed  by  the  government15  In  the  South.  a<  or 
January,  1864  onlv  cd  20  had  been  created  by  the  banks  ;  .r  do!la: 
printed  bv  the  government.  The  stock,  o!  m  'ic-..  and  :ncref<  : 
price,,  would  'have  risen  stdl  more  had  sou  hern  I  inker-  HOC  n.c,  ed 
their  reserve  ratios. 

Ill 

Abundani   price  qui  tat.  -n    during  iiic     ..  ;1  War  arc   availae 
for  the  citk    of  Uichni  md.  Virgii  ui;  Wihm    _"     .    md  Fayctfevf 
Nortl;  Carolina;  and  Augusta    Geo",    i.    Ri    u  >•■:  -.1,    '.e  eayt/d  if  r 
Confederacy,   va    ovlukk.  led   in  :  i  ;id\    \jq  •■  nt  a  tack  th;   uz   rw 
the  w  ;:.    Vv'iiniiugl  a1  w..       cscr"    el  a    ..  \c:  :.ih  ".'.'. 

boa;     thai  lan  tlu   bmcka  !;       nded  a  id  ..  . .     .•  ■■  ■  i        ■  '-7-  ' 

became  :..i  iniporta:       >•   ;>i\  i         .    .  pa  :    f  t       -O'  '  i-r     irrrr     a" 
Favetteville  ^vas  a  s.na  i,  inlam    .       u   m    ■      '•'■>     .'.:-       ich 
cities  had  aniquc  rhani  :e:isties  .   ...  V.    .      :h.  :~ ; 

drcd   miles  apart.   ,mv  ncnerali  .;  ;o      ':... 
probabh   be  extended  i"    ;  a    omewha!  br< 
error. 

Wholesale  prices  ::r<    pr  f.  -aid*    to  re  ai!   r 
inflation,  because  thev  "c     cin'"  tin.  r  'ail 
and  homogenous  than  retail  pr;'.\      •'!  '  c'e"-ci  . 
cf  commodities,  rc^ularh   am"  s\   'cma'i  im    ■   'x-"-    ;  .       •..;•  i    i>    i 
necessary.    The  whok  sik-pri.e  ijuotati'-m-;  '.ise '•'   in    'm*   r-'dv  vtr. 
taken  from  the  ]ocal  newspapers  th  it  repp'"   c,   rci'ui.iTl'    pi.  mar  c' 
conditions."    Th  'sc  quotation'  are  r.  ire  re    .b'v     .  a  ;ble  an  -    n 
easier  to  use  than  the  prices  rcco'.dcd  r    die     •  •     .liter      i"C  v     it  ■ 
the  account  books  of  firms 

From   newspaper  quotations    five  \    iwcichied    '  it!"  vx  ■■    '^r-' 
indexes  were  constructed:7  one  t.  .  eaci    of  'lie   l  nv  eitu     -.  c.'i 
and  one  averaging  the  commodity  prices  of  all  tv  .:    it  <  - 

Continuous  price  scrie     wcre  coumiik!  ■■  c^nu'.iP^.it'V." 

in  Richmond,  2s  in  Favctl  'villc,  ~^4  in  Auci'^ta.  and  2"  m  vx  ilrti::"sc 
ton.0  The  monthly  price  relatives  of  each  c.ouimpclit\  were  ciUu 
latcd,  using  the  commodity's  average  price  durinc  the  tir.-  f.u:: 
months  of  1861  as  a  base.1"   These  price  relatives  we're  'hen  averaged 


i.    :p:r 


■  i   rrui'o   t  : 
■■  • . .  u    vei-i 


..  ,■-     :  '    tl    ■     slif      ofli-u    painful   means,  I  he  demand  for 
!s  \>  is    ■    liulh  r<   lilted.  though  until  September,  1862,  not  as 

;  iij'ph    a       f  dim  ; 

,  ■•   n    M     ,i>     ■>  |n  u  •      sfC  the  i .it io  of  import  prices  to  export 

•  ,'    ..  i-     id    Memi      •    ii;V!     shifted   from   growing 

,.  .      "     ^  n  ivhi        win        p. i  es   rosL    faster.    '  Hie  cotton 

,i>-    j  ii     ,  Hi    fa  I   ••!   Is!  1    in;    infed  to  about  4, ^OO.OOO  bales; 

iy  ■  '.  ■     . o"".',;  .  in  I.H63  it  was  somewhat 

•',       .M  \    ,r    i  -,v  !•   about  300,000." -fi    ( );i  the 

,i,i     '  •'  m.i-id  .    ,       ft  mi  :  ■(    as  »*ik)1    m  1  other  materials 

,     i      |    ii    'i     ':   •(  t|<    n    si  iMippl.  and  increased  demand 

tli  .  i  I    .  ik      It  ■:■'  <v    I  her  .\p  -rts,  rise  move  rapidly. 


•  i      .i     iiic.     hoc    "f  •'      Confcdiuics    increased  twrnty- 

.■••:■■       •  :        ill         i      •■     io  (aim  n\    I^M.    During  the 

k      :■    ■        cl   "•!:<    c lev (,if  >ld.    The 

;i  ;;i       i  :*•  ■  iii  ■  il  :  ■  i  i  '  a  -.'  ascs  in  the  vel  >c- 

...  ■•     ,        .   .i      Soi  ill      r      output.    Thifor- 

:       .;  a  .•  ,   •   a     unifv  from   the  Mails 

1   •      '  ■  ■    ;.  ill  ■    '  :      '       .A      Oj      til  JSC      U  IRCS 

■  _■    :.  j   ",i  .    ■•:      >i    iii    ■   combined  sii   ngth  is  given 

:  M,      toe!      !  m  ■:;  i'lii       atis1      iner  ascs  if 

r'j   k  i     -    ."■    nffiini.'t'M       /a    -!■.  ■  i in i  s  ;(  >'elo  uv  rises  or  real 


! 


n 


in    ihi     -     I    value    of    Confederate   cash 


■     .  ;.    •     |  ,i         iii     L'ntii  June,   !'  i  -,  tin    index  of  real 

u<  g:    '\;   •■:ii    1'     .   the  level  of  januarv,   186!,    Instead  of 

■    rl:  ii    cash    lioldim/.s    immediatelv.   sonthevners   held    note. 

iip«    '      ■  •!,  (    the1    wen    slow    to  realize  that   iiiflaHnn  was 

i     ■  I  •,,:  .:       >62    when  it  was  eleai   i li.it  more  inflation 

i         si  .re.  (]i       a  ic  ol  c.i-h  1  ilauees  fell  below  the  January,  1X61, 

level.    Aftci    this  daie,  prices   rose   more   than    the  stock   oi    money 

•    - 1  i      1 .-  ' 

i  his  :> V"  ■  ii,  in  which  the  aggrer/ite  re;i!  value  of  cash  balanecs 
•  •    •.     ■,   tlic-n   falls,  has  been    found   in   even    major   inflation   for 
vhi  h  statist)'. il  data  are  available.    Keynes,  in  describing  the  infla- 
tions of  post -W 'or I  '  Wai    i   in  Kurope,  actounted  tor  this  repeated 
•   nee  as  f  >llows: 

V  first  tin  re  ma\  hi  i  rli  inge  of  habit  in  the  wrong  dircc- 
lion,  which  aetu.ilh  facilitates  the  Government's  operation 
'  of  ■  ,!': '  tin:;  taxi  s  b\  issuing  notes],  'i  lie  public  is  so  much 
accustomed  to  thinking  oi  money  as  the  ultimate  standard, 
that,  when  prices  begin  to  rise,  believing  that  the  rise  must  be 
tenrporan    thev  lend  to  hoard   their  money  and  to  postpone 


-tO 


purchases,  with  the  result  that   the    v  I     in  n     •    • 

larger  aggregate  of  real  value  than  befon 

later  the  second  phase  sets  in.     !  In    p 

the  holder  of  notes  that  suffer  taxation  and  <    ••  •   •    • 

of  government  and  they  begin    o    hai  g<    ! 

economize  in  their  holding  of  note  /  ' 

TABLE  III 
The  Rf.ai    Vat.oe  oi    Money 


Date 


(1) 


Increase  in 

Stock  of 

Money 


'"'.'-1  s' 

Commodity 
Pr  ces 


(Jan.   1861  =  100)     (Jan..  \li\  =  !C0) 


'.'  '"-.  Stock 
ot  "  -  -  ■ 

'  - '    o         '  -      o 


(2) 


(3) 


1861: 

January 

April 

June 

October 
1862: 

January 

April 

June 

October 

1863: 

January 
April 
June 
October 
1864: 

January 


100 
129 
127 

180 

253 
298 

337 
495 

687 

666 

959 

1,129 

1,159 


100 
100 

108 
135 

191 

279 
328 
522 

756 
1,168 

1,295 
1,858" 

2.776 


100 
129 
117 
124 

133 
107 
102 

95 


57 

74 
61 

42 


On  January  10,  1863,  Sccrctan'  Memminger  stated  thai  vcl 
had  fallen  to  two  thirds  of  its  prewar  rate.-'1"    If  the  Sccrctarv'      sti- 
matc  was  correct,  the  real  income  of  the  South  decline1.  -     per  cent 
bv  Januarv,  1863.31    If  he  was  correct  onlv  in  that  vt        tv  fell.  I 
decline  in  the  real  value  of  moncv  bv  Januan\  1863,  woi         ■  11  be 
attributable  to  the  drop  in  the  South's  real  output. 

During  the  first  two  vcars  of  the  war.  the  real   in     n  : 


South  fell  because  the  Confederate 


drained  larr. 


■     "-        T 


wliite  men  from  the  labor  force.    General  Clement   A.   Iv      -    L\sti 

mated  that  approximatelv  40  per  cent  of  the  white  v.w 

age  were  in  the  armv.32  Colonel  Thomas  L.  I  ivermore  nit  the  num- 
ber still  higher  and   thought  that  "substantiaHv  the  entire  mi       ■ 
population   of  the  Confederate   States   not   exempted  b\    law    were 
enrolled  in  the  army."33    The  jobs  left  vacant  could  n   t  1 


41 
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A  X  C  E 

;se  lo  pax 

.i  it. 

ice  or  pay, 

10-day, 

•  y  could  do. 

cr, 

i  its  last; 

ope, 

ssed.131 

lerate   Treasury  notes,  a 
ion  of  a  legal  tender  act 
ency.Thc  advisability  of 
during  the  existence  of 
v  .shied  irom  adopting  a 
pedient  and  unconsti tu- 
th  e  expediency  of  mak- 
1  with  the  convening  of 
retary   Memminger  was 
lews  on   the  .subject.  In 
Chairman  of  the  House 
'us  reasons  lor  opposing 
airy   notes  are   now   the 
nd  circulate  .it  par  with 
nee  at  present  to  enable 
I'."   In  iar  t,  he  said,  any 
mmcdiately  arouse  sus- 
cc  iatc  the  value  of  the 
it  her  prcveni  depi  cc  ia- 
done  by  sin  h  deprccia- 
I'i  attempt  to  <  onstrain 
before  them  [he  experi- 
Sec  retary  Memminger 
Miipel  our  ( .over  nment 
"l|  it  sc  <  ms  to  me  that 


tu 


i  v    possible  shot  k 
he  passage  ol  the 


ti  i 


>i  c*d  to  sway  those  who 
i"g  thai  the  Consiitu- 


IK!    W    R'i    Neils 


lion  ga\e  Coiigiess  tin:  |    ''.h;     to  di.i  Live  war"  and  "tu  raise  and 
liial  ii  a  bo  mauled  ! ■■  Congress  the  authority  "to 


support  ;u  1,1  les 

make  all  laws  which  shall  be  necessary  an  i  proper  lor  carrying 
into  execution  the  lorcgoing  powers";  thus  the  constitutional 
lighl   to  declare    Irca-unx    notes  a   legal   under  was  established/ 

Discussion  over  a  legal  tender  currency  aroused  the  leading 
newspapers  to  take  side,  on  tin  issue.  Among  those  advocating  a 
legal  tender  were  the  Riclniimid  I-'xaminn  and  the  Charleston 
Courier.  Those  constantly  opposed  to  a  legal  tender  were  the 
Charleston  Men  un  and  the    luizushi  Consl'tUitionalist. 

During  the  first  three  years  ol  the  Confederacy,  numerous  legal 
tender  bills  were  introduced  in  Congress,  but  Secretary  Mem  mon- 
ger's opinion  in  regard  to  tbeii  inexpediency  and  the  strict  con- 
structionist \iews  held  by  a  majority  of  the  Congressmen  pre- 
vented any  ol  the  lulls  horn  becoming  law.  On  December  2-1, 
1863,  Senator  A.  G.  Brown  of  Mississippi  in  urging  passage  of  a 
legal  tender  bill  offered  all  the  arguments  previously  used,  but  to 
no  avail.  With  this  failure,  the  question  of  a  legal  tender  came  to 
an  end.  Following  adoption  of  the  funding  act  ol  February  17, 
1804,  Congress  relied  upon  its  plan  of  compulsory  funding  and 
taxing  of  Treasury  notes  to  correct  the  evils  of  a  redundant  cur- 
rency; when  this  tailed,  all  hope  of  curbing  inflation  by  legislative 
measures  ended. 

The  following  table  is  a  summary  of  the  total  amount  of 
Treasury  notes  issued  by  the  Confederate  Government: 

Table  Siiowim.  Amoi  nt  or  Each  Issue  ok  Confederate 
Treasi  ry  Notes"4 


Act  of  March  9,  1861  . 
Act  of  May  16,  1861  . 
A.ct  of  August  ID,  1861 

Total 

Less  notes  stole  n. 
destroyed,  fcc.     . 

Act  ol  April  17,  1862 

lot.. I 

Less  100's  destroyed 


$292,1 01 ,830.00 

1  10,000.00 


§128.561, -100.00 
320.000.00 


2,021,100.00 
17,347,955.00 


291,961,830.00 


128,211.100.00 
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CON  I  1.1)1  RA  II     I  INAN'Ci: 

I    VIU.I     SlIdWINc;    A.MUI'M    Ol      1    \(  II     Issll     ol      Co.MllilKAlK 

1  K  i  am  k\    .Noli  s— Continued 

\t  t  of  Oi  tober  I.'!.  I, Si.:.' 

loi.il 51  in,  103,1200  00 

1  ess  one's  &  two's, 

nesei    issued 2,100.00  I -10,4 00,800.00 

Act  of  March  123,  1863 

lot. 1 1 §517,995,278.50 

1  ess  ten's  |>i  in tcii 

but   never  issued     .     .     .  21,000.00  517,971,278.50 

Act  oi  February  17,  186-1  .     .     .  456,142,990.50 

Xet  amount  issued  .     .  $1,554,087,354.00 


TARIFFS 


&         £ 


FROM    THE    BEGINNING,    THE 

that  import  and  export  dm 
stantial  revenue.  On  Febru 
all  the  tariff  laws  ol  the  LJi 
Confederate  States  on  N'o\ 
with  tlic  Constitution  of  ti 
tinned  in  force  until  alten 
to  carry  out  the  act.  it  was  r< 
the  collection  of  Federal  cu 
federacy  at  the  lime  of  the 
tion  be  appointed  to  thcit  r< 
Government,  "f  hev  were  to 
the  same  duties,  and  be  ci 
emoluments"  as  provided  b 
April  !.  l.vil.  at  which  tin; 
"the  expenses  of  collecting 
were  to  be  "diminished  ar  Ic 
Secretary  Memminger  requ< 
tion  and  suggestions  as  to  c 
1  he  smaller  customhouses  i 
reduction  in  personnel  and 
in  the  stall  was  necessarv.3 
C.  C.  Walden  of  Savannah,  ( 


SMBS*  x*Miwn-- 


•" 


■■  "  '  ■  '  ■  "  '  '"  a  i  vton  lliei  ealiei  .is  possible  (.nil  |,i\pay  ri  be 
'"  ".  ;ill«'Ui(l  .in  c\  ci  n  [  >iii  ill  o|  SL'OU  II  ic  At  I  .ilso  piovidec]  1 1  i.i  I, 
"  ■<1^  Si- He  *>l  i In-  ( :riii|(-(l(  i.k  )  liormws  from  nil)  bank,  <  oin 
1)1  bullion,  nul  I.  ncls  ii  in  tin-  (  ,  >nl<  dei  ate  Government,  ilu-  bank 
1,,;i1  '«  ill!''  ki»li  <oiti  "i  bullion  sliall  be  allowed  a  <  rcclil  against 
ibis  ta.\  in  tbc  c\t<  in  of  sin  Ii  loan."1"7 

1  "<'<'  I  "if  provision  ol  die  act,  Secretary  Trenbolm  urged  the 
banks  to  advance  their  specie  lo  tlu:  Government  and  succeeded 
in  borrowing  a  total  ol  S.'iOO.OOO  ['mm  the  Richmond  banks  and 
then  subsidiaries.'1'  Captain  John  M.  Slrotlier,  financial  agent 
of  the  commissar)  department,  acting  under  the  orders  of  folm 
C.  Breckun  idge,  Confederate  Sei  rotary  ol  War,  received  the  spec  ie 
on  or  about  March  27,  lSnj.  Prior  to  his  evacuation  ol  Richmond 
on  Sunday  night,  April  2,  IH65,  Captain  Strother  paid  $25,000  ol 
this  specie  bind  to  various  officers  ol  the  commissary  department. 
Almost  immediately  thereafter  the  Government  collapsed,  and 
slit:  i  emnants  ol  the  Treasury  were  shipped  southward  to  Dan\  die, 
Virginia,  where  some  of  the  money  was  disbursed  for  the  use  of 
bee's  army.  The  surrender  of  General  Lee,  April  !),  1865,  drove 
the  specie  train  farther  South  and  it  finally  readied  Washington, 
Georgia.  The  last  days  ol  the  Confederate  Treasury  and  what 
became  ol  its  specie  has  ahead)  been  told  by  Micaiah  H.  Clark.1" 

In  concluding  the  discussion  of  the  funded  debt  of  the  Clou- 
federate  Slates  of  America,  it  should  be  noted  that  Congress  re- 
sorted to  loans  on  at  leas!  fourteen  occasions  as  a  means  ol.  raising 
funds  to  finance  the  Government's  operations.  These  loans  fed 
in  one  ol  three  classes— specie  loans,  produce  loans,  or  funding 
loans— depending  upon  the  prime  purpose  for  their  authorization. 

i  he  following  is  a  summary  table  of  the  total  funded  dent  of 
the  Confederacy. 

i  a  in  i    or   the  Fended  Debt  ok  the  Confederate 
Sta  i  i  s  of  Ami  rica-00 

Net  Amount 
Lnnn  Issued 

Alabama  Loan  of  February  8,  18<5l $        500,01)0 

Loan  of  February  28,  18fil 

Coupon   Bonds 510,882,750 

Lxc hanged  for  Stock $      215,000         10,036,850 

Stock  (total  value  of  certificates  issued)  .     5  6,674,200 

•  82  • 


Siaii.s  oi    Amiimca    Continued 

Net    Amount 
I. omi  Ismti'd 

( '.vi  i ilu  .i  tes  i  1 1  oik  ously 

issued $  3,650 

Transfer   Certificates     .     .         2,317,400         2,321,050  4,353,150 

[  oan  of   May   16,   1861 

Coupons  Bonds 958,500 

Stock $12,235,600 

Less  transfers 3,870,100 

$  8,305.200 
Less  certificates  redeemed  .  237,100  8,128,100 

Loan  of  August    19,   1861 
Coupon    Bonds     ....     $74,880,050 
Less    Bonds   redeemed   .     .  157,350  74,422,700 

Stock    issued §35,389.450 

Less  amount  of  transfers    .       10,211,550  25,147,900 

Loan  of   Dec  ember  21,   1861 
()','   Call  Certificates  issued     S69,0O0,S70 
Less  certificates  redeemed  .       12,510.400  5H.-iWO.47U 

Loan  of  April  12.  1862   (approved  Apr.  !<>,  i8G2, 

Coupon  Bonds 2.818.100 

Stock    issued S      448.550 

Less  transfers 44,100  404,450 

Erlanger  Loan    (French  Loanj  (anuarv  29.  1863         .     .         I5,00<\000 

Loan  of   February    20,   18:55 

8"j;   Coupon    Bonds 81  668, ]''•'} 

8%  Stock  issued    ....     S21.372.100 

Less  transfers 6,459,300  ll.!»i2>00 

~,v\  Coupon  Bonds    .     .     .  5I.i85.10"' 

7('t  Stock  issued    ....     S10.788.SiOU 

Less  amount  transferred     .         4,029,900  12  "58.  100 

•  83  • 
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Table  of  tub  Fusukh  Debt  of   niK  Confederate 

States  of  Am i-.tfiav- Continued 

Net  Amount 

Issued 
Loan 

1  mil  ol   March  23,   1863 

Coupon  Bonds 

fi°/-'«;  issued       516,710,300 

4%  s  issued iu'JUU 

,W   Slock  issued   .     .     .     .     S  5,023,300 

*"M°      f  715700  4,278,100 

Le.ss  transfers /u,/w 


I  ivl 


Loan   of   June    13,    1861    (amendatory   act   of   May    16,    18<;l) 

i>       i                                                               ...  2,ibl,lJvl 

Coupon   Bonus   


Loan  of  .March  13,  1865  (superseded  by  the 
following   loan) 

Loan  of  March  17,   1865 
Richmond    Banks    Loan  ...... 


iT  * 


Loan  of  April  30,   1863 
Coupon    Bonus 

Loan  of  February  17,   1864 
''0-yr.  4%  Registered  Bonds  (second  section) 

510,193,800 

9Q0  10,183,900  ALTHOUGH  HAVING  OK 

L«s  transfers W™  o£  £uud^  thc  Confed 

,0.vr  a%  c:™on  nnnds  (sixth  section) 145.755,000  a  sci.cme  o£  finance 

6"'-    Non-Taxable  Certificates  (fourteenth  section)     .         3S,0«,U;U  ol  cxciiangc;  secoi 

4</°Coupon  Bonds   (eighteenth  section) l6'^?'nU^  to  seumo- up  madum 

Stock    (eighteenth  section) 32.0-10,000  Ll,ps:   and   thiv,,,   lb 

amount  of  income  r 

00  '  of  a  country  at  v.ar. 
1  be;  Cull  respnusi 

Loan  of  June  14, 1864  (amendatory  of  section  12       _  dcrecl  by"  Scarry  > 


n     ,o,;iN  i, 000,000 

of  act  of  February   I/,   loUt) ,H  L  ;,..-,  ,vu. ; wA 


to  :>■  ivate  cnterpri.s 
facilitate    the    print 

various  contractors 
300,000  litfuvirapliic  stones, 

;\s   skilled   engraver 


Total         ....-•••     V712,Ot6,i.."  tmved  more  and  in 

••  t>\«   ■..ul'*uvi>",  super 

:;    ■    nolo:,    b''  :  '■■■-' 
M  ■>.   i    I,    I-*;"-!,  ■' 

ch-;i        !(>  Slli  :  '  il'Ui 

'■i  Liuinin;  ;<  i   I  .'■  • 
•  8 1  • 


CON  FED  1'  RATI'    1  INANCK 

certificates  ol  indebtedness,  and  olhci  insli  mix  ills  ol  ucdil  weie 
adjudged   woi  1 1 1 less. ' L/l 

It  1 1 ! i 'j, ( i (  lie  concluded,  thciciorc,  i tin  .in  adequate  lax,  It-vied 
throughout  the  existence  ol  tlie  Confederacy,  would  doubtlessly 
have  aiileil  to  some  extent  in  improving  the  Government's  finan- 
cial si. mis.  The  decisive  agent,  however,  in  determining  the  sta- 
bility or  soundness  of  (Confederate  finance  rested  in  the  success  or 
failure  ol  the  military.  It  was  upon  the  failure  of  the  armed  forces 
to  achieve  their  goal  that  Confederate  finance  collapsed  despite 
the  late  attempt  ol  Congress  at  extreme  taxation. 

I  lie  following  table  summarizes  the  total  receipts  derived  from 
tar  ills  and  taxes: 


I Mu  i   Exhibiting  the  Amount  oi   Tariffs  and  Taxes 
Collected  in  the  Confederacy128 

Amount   Collected 

Import  Duties: 
Acts  of  leb.  IS,  Mar.  15,  and  May  21,  1861    (pay- 
able in   Treas.   notes,  specie,   sterling  exchange 
and  interest  coupons  of   bonds) $     3,424,338.81 

Export   Duties: 

Act  of  Feb.  28,  1801    (payable  in  specie  and  interest 

coupons  of  515-Million  Loan) .10,050.05 

Taxes: 

Act  of  Aug.  I  J),  1801    (payable  in  Treas.  notes)  .     .  1 7.1  16,730.28 

Acts  of  Apr.  24,  1803,  Fetf  17  and  June  11,  180-1 
Tax  in  Kind  (valued  at)  .     .     .     5  02,000,000.00 


Tax  pavable  in  4  reas.  note: 


118,815,741.57       180,815,714.5/ 


Ads  ol  Mar.  11  and  .Mar.  17,  1805     .      . 
Duties  and  'Faxes  collected  in  the  Trans- 
Mississippi  Dept.  and  not  shown  above 

Foial   amount  of   tai  ills  and 
taxes    collected 


5,708,4  57.-1 2 


S207,5I 


>,833.IS 


i::D 


seizure: 

^  TV  &  ir 


THE  PRINCIPAL  sources 

loans,  paper  c  urrency, 
however,  the  financial  i 
that  it  was  necessary  t< 
funds  and  property  and 
Seizures  of  funds  an 
ment  were  of  three  typi 
United  .States  specie,  bt 
those  dealing  with  the  sc 
of  alien  enemies;  and  t 
tary  and  naval  supplies 
feeler ac  \ .  Attention  is  n 
types  of  seizure  as  a  mea 
Government. 

Confiscation 
Propert 

On  March  5,   IS61,  ,l 

towards  confiscating  Fee' 
letter  to  the  various  pul 
ing  in  the  Confederacy 
immediate  payment  int 
remaining  in  their  ban 
government  the  Confeci 


-  twc-r^tjSfXif  iij  jbm  "yw  "twiw^ — 
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Inflation  ana  Dyflati* 

UuiteJ    State!  THE    LIBRARY    OF    CONGRESS 

RG    '*£)    U.S*  LEGISLATIVE  REFERENCE  SERVICE 


INFLATION  IN  KB  CGWBMRAUB  STATES  OF  AMERICA,  1&63-1&6S 

S2LECTFD  QUOTAHOES 
«We  cannot  indicate  the  sad  months  in  store  for  the  South  froa  I 


30 


W(V9  cannou  inaicai.3  ww  a^  •»««»«»«  —  - — --  — 
[DecGtiber  16633  until  the  end  better  than  by  quoting  the  succes 
of  a  barrel  of  flour.  Beginning  the  1.../  Tear,  Idoh.  at  J^O.** 
in  June,  droping  then  temporarily  to  $300.  only  to  rise  to  gOO  by  ^   1st- 
aas.  $1000  a  few  weeks  later,  ana  fctfCO  by  Karen  20,  1865,  after  srtiich.it 
practically  could  net  be  bought  at  any  price  in  Confederate  money, 

^Scarcity  and  iopo3sible  prices  wera  wearing  down  not  the  courage 
but  the  will  to  rar  of  the  South.  Moreover,  as  price,  fc  .a  risen. the 
government  had  found  it  necessary,  even  in  the  preceding  year  [!*£]#  -to 
pass  laws  impressing  property  froa  farmers  and  others,  setting  the  govern- 
ioafs  own  price  en  what  ^  took.  Tnis  had  aroused  a  store  ol  opposition 
-  I  created  a  ns^r  host  of  enouica  and  of  disaffection  on  the  score  ci 
States'  Rights,  In  the  last  months  of  the  war, .  however,  erxcea  became  so 
high  and  the  government  so  impoverished  that  it  could  not  even  give 
Confederate  money  for  the  lower  prices  at  which  it  impressed  goo^s  but 
merely  receipts  snd  promises  to  -vf  until  at  the  end  it  owed  xnoee  from 
when  it  had  taken  property  £&00, 000, 000 *' 

Sources  Adaias,  James  Truslor;.  America's  Tragedy  (19M*  P*   326,  3&-3SO. 

apices  demanded  for  commodities  had  now[l86h]  '  ■■■  -^  such  that  Car;* 
federate  notes  in  denominations  of  less  than  live  dollars  were  regarded  as 
r -all  change.  Krs.  Jefferson  Davis,  in  her  Mfcooipi  soncerni; 
Es-President  of  the  Confederacy,  presents  reliable  inforaati  n  i  I  prices* 
In  February,  l863i  Bacon,  &6.  lb*3  Ha,n,  v7«  lb»'S  Terkeydj 
lighting  gas,  £6,  per  thousand  feetj  Firewood.  c35-  per^cordj 
horse  at  the  Richmond  livery  stable,  £3CC#  per  i  mth,  :  >•  per  (  7, 
single  feed.  In  Harch,  Flour  v/ae  0300=  per  barrel;  I'ish,  v>.  par  lb,  .  .  — 
I86ii,  Beans  sold  at  §75*  per  bushelj  lea,  ;;;22.  per  lb.,?  Cofiee,  ^12,:   ■  a 

sugar,  £10.  j  L=ilk,  $U.  qt.  During  Uarch  and  April,  lo55,  tae  acra  wa  ►cnea. 

Haircut "and  shave,  £10.  j  An  ordinary  suit  of  clothes,  ^2700.;  Fair  pi 
cavalry  boots,  $1£0.J  Six  yard,  ef  linen,  81200. j  0ns  ounce  of  quinine, 
£1700,;  A  Pen-knife,  t-12£.j  One  cake  oi  brown  Windsor  soap,  *?i>0,.« 

Source;  Lradbesr,  ■illiam  West;  Confederate  and  Southern  States  Currency 

"Trie   prices  which  obtained  [1863-186U]  were  almost  fabulous,  and  sing- 
ularly enough  -there  seemed  to  bo  no  sort  ex  ration  existing  between 
of  different  articles.  I  bought  coffee  at  forty  dollars  ana  tea  at  thi: 
dollars  a  pound  on  the  sh:q8  day. 
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*,  din**  at  a  hot  ,1  cost  -  t^^fS^fi'pSr^^lLr 

£ft  f^£.  collars  a  pou*i. 
.t  fcaliow  tbo  hictert  Price,  relatively,  j  jror  «ar  pi       "«  *" 

tSttreono pair  of  *jt*£ 

■      ~«*  l-iJ— •-'.  no  c-iUer  tills,  could  not  <         «  It. 

fored,  butt*,  ■  .-  - "    -;.'-,,r1,  .  anyhow,    fccp  too 

^WJ':  Stto^ttJr  of  three  ta»M  tt*  •*«*  to 

the  way  ot  .3  trade*  * 

,    «        i„„ic i**«»-M*»r..  >••-'«  It  weald  not  havs 

. -ttat  *as  on  th#  <     '        ore  Lea      ■  ■  ^    ^ 

been  an  i--    >    -^-^  occ-  rcence  at  any  tl  ■    S  juo  . 

-    -  :ha   i  anyi    -;■  '  at  -'---  ;  -  J  *  .,"  ft  i.     ^  beinR  thirsty  drank  ssy 

.  salt     .  i  1  -      -     ■    :  ■'   ■;-"  **"   '  •' 

•  .    fc  two  dollars  in  a  ......... -,.  —  »<  oi  caa»n  • 

,  '.   -  -Jt  eeton,  George  (toy.    »  ***••  Beeollectton.  (1B7S),  p.  63-8U. 


?lj    /-' 


■•That  the  conxcawx         ,  9y        cai 

evitablc.     .-      ■    -^    M  -/— >»    >£ . 

-.■■          ,   '  •     "       •      J      -                              .   ■    .  •     •           

years  &*tor  u        •  •■■-- *         •  ,  .  be*  tiw     i 

Stutes  and  th$  United  ;*a    ^ f1  *^  ^f     j+W  st.  -         " 

had  roaenso  :    .. ,-  J»GOU«     .Jj    — ;     -     -  Li   lus  ....       ...  j 

todrai:  •  -;•..  ,    '       ; 

Confodorj     •  -       »  --  f0J  1; 

history  reseaotea  tot- oi  tho  |,^b  Ration  as  bo  '... :  - 

novcr  snado  legal  Uenac^r  cjr.ct  ;—  ■"•  -;  ^                  ^  old        d  ,_,y  ,.„ 

faotors,   aalx-s  corp   n.=jn  ^^ilo.     u  fdV*JtaS3>  citios,   kid 

private  oorporataons.     ^  r^  -^; ,  cui  i ..  -  ,  .^  _,  t/^..0.     ,  ,.    .., 

k,  fact  that  post,  -   jt^pu  wi     u  ■;  ■■-  ■--;;--      ;  biuu,.3,a  but   i 
Unxted  States  Tras  not  « ?nl/ u. ;^-^'rrSSt  (at  the  .a a  a;   tha  ^ar)  to  pay 


Unxted  States  yas  not  only  u  ;    J  (^r^t  (at  SS  «d  5  tha  "^)  to  pay 

even  tapioyea  ay  tne  Loni^asaatd   ,o v 

sLre.,     ilandall,   J.  0.     The  CJivll  V.ar  and  .econatruction  (1937),  P,  3^-3^2. 


Jollvs  '.Y.  Allan 
^conoracs  Section 
October  0,   1>   •- 


